This study investigated the board influence and CEO power towards determining the CEO compensation system in the American SMEs from 2005 to 2010. The quantitative research method was selected for this research study. The forty small to medium-sized companies were selected through a stratified sampling method. The research question for this research study was: what relationship is there between the board influence, CEO power, and CEO cash compensation, in the American SMEs. The results found that, there was a relationship between the board influence, CEO power, and CEO salary. However, the results also found that there was no relationship between the board influence, CEO power, and bonus. The correlations between the board influence, CEO power, CEO salary were characterized as weak, indication of the complexity of the executive compensation factors and external and internal environments surrounding the American SMEs.
Introduction

Purpose and CEO Compensation System
The purpose of this research is to understand the nature and extent of the relationship between the board influence, CEO power, and CEO cash compensation in the American SMEs. This interesting and rare focus study on the executive compensation system in the SMEs, will reveal some scientific methodologies or trends to understand the possible influence of board members, as each board member represents the respective ownership group, and CEO power, towards the determination of the CEO compensation system. The relationship between CEO compensation, board influence and CEO power was not examined extensively relative to pay for performance, in the American SMEs. The variables used in the previous studies for the CEO power were, CEO age; CEO tenure; CEO stock value; and CEO turnover, were found to have negligible to weak relationship with CEO compensation. This is due to third party data collection, different population samples such as industry and market, and use of different statistical methods, all had led to a divergence in results. The variables used in the previous research studies related to the board power include management and individuals/institutional ownerships, board population, and internal vs. external directors. The study conducted by the Core et al. (1999) , finds that, the CEO equity ownership or the presence of another executive board member who owns at least 5% of the outstanding equity significantly reduces the level of CEO compensation.
CEO compensation background
The CEO compensation system has been greatly misunderstood by the public for some time, but it has been emerged as a concern during the period of the global credit crunch (2007 to 2009). The general social, ethical belief is that the CEOs should be rewarded based on the performance and should be penalized if companies perform below market expectations. This belief resulted in numerous single studies conducted in the United States and United Kingdom, yet these studies have failed to arrive at robust conclusions on the relationship between CEO pay and performance. A factor analysis conducted by Tosi, Werner, Katz and Gomez-Mejia (1998), stated that less than 5 percent of CEO pay is explained by performance factors. Dyl (1998) stated that there is a downside hedge of a CEO's pay in management controlled firms, given that it is more strongly related to firm size, not firm performance. Williams (1985) believed that executives themselves set their pay using outside consultants to legitimize compensation package, therefore transparency is minimized within the decision making system. The great scholars in the field of executive compensation, such as, Gomez-Mejia, Eugene F. Fama, Michael Jensen, and Kevin Murphy have expressed concerns: why are robust conclusions not achieved; why these studies have arrived at divergent or inconsistent results; and why it has failed to establish defining factors that influenced CEO compensation system. Tosi et al. (2000) have blamed these concerns to different methods of collection, different statistical techniques, different samples, different moderator variables, and differences in how constructs of interest have been used in various studies. As such, these reasons have hampered to reach definite and consistent conclusions among previous studies. In addition, CEO cash compensation has rarely been studied as a separate study despite it is believed to be a strong proxy towards determining CEO total compensation. That is, CEO cash compensation which includes salary and bonus is sufficient to represent CEO total compensation which comprised of salary, bonus, stock options, pensions, and other long-term benefits. Agarwal (1981) , Finkelstein & Boyd (1998) , and Hambrick (1989, 1996) concluded that simple measures of cash compensation are an excellent proxy for CEO total pay. Similarly, Mehran (1992) reported that CEOs took 67% of total pay in the form of salary and a bonus and 22% in the form of equity based incentives.
Overall, the relationship between board influence, CEO power and CEO compensation are not attested extensively in the past, especially for the American SMEs. In fact, only few credible researched papers were written, ignoring firm size. This perhaps due to, CEO power only had been the subject of recent focus (current decade), supported by weak pay-performance results. Therefore, CEO compensation need to be studied on an extensive basis using multiple variables such as, CEO age, CEO stocks outstanding, CEO stock value, CEO tenure, CEO turnover, management 5 percent ownership, and individuals/institutional 5 percent ownership, using American SMEs as a sample population.
Literature review
CEO compensation and CEO stock ownership
According to Jensen and Murphy (1990) , voting power of CEO includes CEO and his immediate family stock ownership and the percentage of stocks over which CEO has a sale or shared power to direct the voting. It is believed that CEO's in large firms tend to own less stock and have less compensation based incentives than CEOs in small firms. This is supported by Jensen and Murphy (1990) , who finds that as a percentage of total corporate value, CEO stock ownership has never been high in large companies. That is, there exists a small and insignificant positive coefficient of ownership interaction variable, which implied that the relation between compensation and performance is independent of an executive's stock holdings. In addition, according to their earlier (1989) study, they find that median CEO of one of nation's 250 largest public companies own shares just over $2.4 million, less than 0.07% of the company's market value. In addition, they find that 9 out of 10 CEOs own less than 1% of their company's stock, and 1 in 20 CEOs own more than 5% of the company's outstanding stocks. Overall, they find that CEOs receive about 50% of their base pay in the form of bonuses. Their study is based on sampling of 73 manufacturing firms during a 15 year period. This is supported by Cyert, Kang and Kumar (2002) , who finds a negative correlation between large stockholders and CEO compensation. That is, doubling percentage ownership of external stakeholders reduces non salary compensation by 12% to 14%. This is contradicted by an earlier study conducted by Mehran (1995) , who finds a positive relationship between the percentage of total cash (salary and bonus) compensation and percentage of shares hold by managers. His study is based on one year collection of data. Ungson and Steers (1984) believed that firms where CEOs have large stock ownership and long tenure, they can largely shape their pay. Similarly, Finkelstein and Hambrick (1988) believed that the relative power of a CEO may affect the height of the hurdles that are set to qualify for contingent pay. In addition, they believed that strong family's position in the firm will increase executive's power. Moreover, they find that CEO compensation and CEO stock ownership are related in an inverted U-shaped manner, compensation highest in situations where CEO stock ownership is characterized as moderate. That is, the point of inflection happened when CEO stock ownership reached about 9 percent in the first 18 years, beyond that, salaries started to decline due to tax preference of incurring capital gains over current income. Bertrand and Mullainathan (2000) finds that CEOs at firms lacking five percent (or larger) stock ownership tend to receive more luck based pay, that is, pay associated with profit increases that are entirely generated by external factors rather than by CEOs' efforts. In addition, they also find that firms that have fewer external stakeholders, CEO cash compensation is marginally reduced when option based compensation is increased. Overall, previous studies between CEO compensation and stock ownership have produced inconsistent results ranged from weak negative to good positive ratios. Murphy (1986) stated that CEO performance is influenced by CEO tenure. That is, he believed that increased CEO tenure may promote principal trust of an agent and in turn agent will take actions in the principal's interest. Similarly, Sigler (2011) finds that CEO tenure appears to be an important variable in determining the level of CEO compensation. His examination is based on two hundred and eighty firms listed on the New York Stock Exchange from 2006 to 2009. In addition, Finkelstein and Hambrick (1989) believed that CEO tenure is thought to have a positive link with compensation. That is, pay steadily increase as CEO gains and solidify power over-time. However, they find in their study that such a relationship is not observed between CEO tenure and CEO pay. As such, they then decided to conduct additional testing, cross sectional associations of CEO compensation and CEO tenure, and have found that there is an existence of a curvilinear relationship, a U-shaped pattern. That is, CEO tenure increases pay up to 18 years and then it started to decline gradually. They have provided two possible explanations for this curvilinear relationship. Firstly, they believed that power accrues for a while and then diminishes due to CEO's reduced mobility in the managerial labor market, or due to his evolution into a figurehead with one or two younger high priced executives carry the actual weight of a CEO's job. Secondly, they believed that executives reached a point where they prefer stock over cash compensation. This could occur because of changes in family and financial circumstances. This supposition is supported when they have examined two sub samples and have found that stock compensation carries a higher proportion of total compensation. As such, they believed that CEO tenure increases a shift in pay mix from cash to stock earnings, support the notion that personal circumstances influence pay. In addition, they believed that long CEO tenure will create opportunity to recruit sympathetic board members for CEOs. In addition, they find that the average tenure of a CEO is significantly lower in externally controlled firms (2.96 years) than management-controlled firms (5.92 years). Thus, they believed that the boards of externally controlled firms may not need to pay from profitability because CEO tenure is dependent on the owner's satisfaction with CEO performance. Their study is based on a sample size of sixty companies. Pfeffer (1981) believed that the creation of a personal mystique which may induce unquestioned deference or loyalty, can be expected to occur when CEO power becomes institutionalized in the organization. Overall, previous studies have shown that linear to curvilinear relationships existed between CEO compensation and CEO tenure. Deckop (1988) argued that CEO age has little effect on CEO compensation. However, Finkelstein and Hambrick (1989) finds an inverted U-shaped relationship between CEO age and CEO cash compensation, indicating, CEO cash compensation increases until CEO reached the age of 59 years and then it starts to decline. This is consistent with the view that earnings over time is in line with CEO's need for cash, which tends to drop off as he or she gets older due to no major expenditures to incur such as, house and child rearing expenses. This is supported by McKnight et al. (2000) , who find that CEO compensation is positively related to a certain age, but it starts to decline afterward. This is further supported by Weir (2000) , who finds that the relationship between CEO salaries and CEO age are significantly related, but weakening over time, and the relationship between CEO age and CEO bonus appears nonlinear in nature. That is, at about age 53, the proportion of bonus as a percentage of salary begins to decrease at an increase rate. On the other hand, according to Gibbons and Murphy (1992) , who finds that CEO age is a well-recognized determinant of compensation and have shown to be significantly related to CEO pay. Overall, previous studies have found the relationship between CEO compensation and CEO age as curvilinear. However, previous studies have lacked detail investigation of this relationship.
CEO compensation and CEO tenure
CEO compensation and CEO age
CEO compensation and CEO turnover
Jensen and Murphy (1990) finds that CEO turnover probabilities are negatively and significantly related to changes in shareholder wealth. In addition, they concluded that the dismissals were simply not an important source of CEO incentives. Gilson and Vetsuypens (1990) examined the nature of compensation packages for financially distressed firms. They found that within a small sample of financially distressed firms, when a turnover occurs, insider replacement CEOs were paid substantially less than their predecessors, but outsider replacement CEOs were paid substantially more. Similarly, Murphy and Oyer (2002) find that outside CEO replacements receive higher compensation than inside CEO replacements.
That is, outside replacement CEOs, at median, typically make $335,360 more than their predecessors while inside CEOs are typically paid only $126,156 more than their predecessors. Brickley (2003) concluded that firm performance continues to explain very little variation of CEO turnover. Overall, despite literature consisted of excellent theoretical discussions on this topic, yet it lacked consistent empirical studies on the relationship between CEO compensation and CEO turnover. Nevertheless, among available empirical studies, it was found that there is a positive relationship between CEO compensation and CEO turnover. However, previous studies have never used firm size as a control variable towards a clear understanding of the relationship between CEO cash compensation and CEO turnover.
CEO compensation and 5% management ownership
The study conducted by Boudreaux (1973) , Plamer (1973) , and Gomez-Mejia, Tosi, and Hinkin (1987) believed that when there is no external equity holder with at least five percent of the stock, firm is called management controlled firm. Jensen and Murphy (1989) finds that executive inside stock ownership can provide incentives, but these holdings are not generally controlled by corporate board and the majority of top executives has small personal equity ownership. Mehran (1995) finds a negative relation between the management ownership and level of compensation. Bertrand and Mullainathan (2000) finds that CEOs in firms that lacks a five percent (or larger) external shareholder tend to receive more luck based pay, that is, pay associated with profit increases that are entirely generated by external factors rather than by managers' efforts. In addition, they also find that firms lack large external shareholders, cash compensation of CEOs is reduced less when their option based compensation is increased. Overall, despite literature consisted of some excellent theoretical discussions on this topic, yet it lacked empirical studies between them. Nevertheless, among available empirical studies, it was found that there was a mixed relationship between CEO compensation and 5% management ownership.
CEO compensation and 5% individual/institutional ownership
Gomez-Mejia, Tosi, and Hinkin (1987) finds that executives in externally controlled firms receive more compensation for performance and less for scale of operation than their counterparts in firms without dominant stockholders. In addition, they believed that outside dominant stockholders view firms primarily as investments and have power and incentive to align compensation of CEOs with performance of firms. Lambert et al. (1987) finds a negative relation between the existence of outside block holders that owns at least 5% of outstanding shares and executive compensation. This is supported by David, Kochar and Levitas (1998), who find that CEO pay is negatively correlated with the presence of pressure resistant institutional investors and positively correlated with the presence of pressure sensitive ones. This is also supported by Cyert, Kang and Kumar (2002), who finds a negative relationship between equity ownership of largest shareholder and amount of CEO compensation. In addition, they find that doubling the percentage ownership of the outside shareholder reduces non salary compensation by 12-14%. This is further supported by Dyl (1998) , who finds a negative relation between CEO equity ownership and compensation, which he blamed for monitoring activities that reduce agency costs. Overall, the literature has lacked empirical studies between CEO cash compensation and 5% individual/institutional ownership. Nevertheless, among available empirical studies, it was found that there was a negative relationship between CEO cash compensation and 5% individual/institutional ownership. This review of literature demands further research towards understanding the board and CEO respective powers in determining CEO compensation. This research study developed following research question, as follows:
What relationship is there between the board influence, CEO power, and CEO cash compensation in the American SMEs?
Hypothesis:
There is no relationship between the board influence, CEO power, and CEO cash compensation in the American SMEs.
There is a relationship between the board influence, CEO power, CEO cash compensation in the American SMEs.
Research methodology
This research is an empirical study to understand the nature and extent of the relationship between the board influence, CEO power, and CEO cash compensation in the American SMEs from 2005 to 2010. The NYSE SMEs will be exclusively focused in this research study, to qualify as a new contribution to the literature. This research study requires collecting, counting, and classifying data, and performing analyses on statistical findings. It requires a process to include a method of deductive reasoning by the use of the measurement tools to collect the relevant data. In addition, it requires only establishing associations among variables using effect statistics such as correlations. As such, the quantitative research method will be selected for this research study. Bryman (1989) explained that quantitative research method tests hypotheses and identifies patterns in variables, whereas qualitative method validates corporate information and informs some of the methodological decisions. With its origins in the scientific empirical tradition, quantitative approach relies on numerical evidence to draw conclusions, to test hypotheses or theory, and is concerned with: measurement, causality, generalization, and replication. Within the quantitative research method framework, longitudinal survey method will be adopted to collect six years of data from 2005 to 2010. According to Zanaida and Fernando (2000) , longitudinal design is seldom used in social science research; however, it is typically within financial investigations that have adopted positivist research philosophy. Main & Johnson (1993) believed that companies' annual reports are a common resource tool when examining compensation details. Accordingly, this study will collect financial data of companies from highly credible SEDAR (represents United States Securities and Exchange Commission) database. The stratified sample method will be selected for this research study, as this research study demands to have a SMEs sample population. Also, within the SMEs only consistent performance companies will be selected to obtain quality data, to obtain quality results. The sample population will be based from the New York Stock Exchange (NYSE) index. The SMEs will be determined based on the revenues not exceeding $500 million.
The surveys are believed to be useful when a researcher wants to collect data on phenomena that cannot be directly observed. It is a non-experimental, descriptive research method. As such, this research study will use the survey method to collect data from 2005 to 2010. The linear regression method will be adopted in this research study to perform inferential statistical tests, that is, parametric and correlations to obtain, generalizability of the results. The confidence level (α) will be set at 5 percent. The board influence as an independent variable will be based on the management five percent ownership and individuals/institutional ownership. That is, management and external ownership representations in the board effecting CEO cash compensation. The CEO power or influence as an independent variable will be based on the CEO age, CEO stocks outstanding, CEO stock's value, CEO tenure, and CEO turnover.
Statistical models:
Salary: Y 1 =c+ B 1 1 X 2 1 +B 2 X 2 +B 3 X 3 +B 4 X 4+ B 5 X 5 +B 6 X 6 +B 7 X 7 +ϵ Bonus: Y 2 =c+ B 1 X 1 +B 2 X 2 +B 3 X 3 +B 4 X 4+ B 5 X 5 +B 6 X 6 +B 7 X 7 +ϵ
Results
It was found that the two statistical models (Appendix A and C) had a divergent p-values, that is, in the first model, the relationship between CEO salary, board influence and CEO power had a p-value of .000; and in the second model, the relationship between board influence, CEO power, and CEO cash compensation had a p-value of .081. The first statistical model was statistically significant (p-value is less than .05) as such, the null hypotheses were rejected, indicating there was a relationship between the board influence, CEO power, and CEO cash compensation. The second statistical model was statistically insignificant (p-value greater than .05) as such, the null hypothesis is accepted, indicating there was no relationship between the board influence, CEO power, and CEO cash compensation. The regressions (R The regression coefficients (Appendix E, table 7), for the CEO salary, had shown only B 1 (CEO Age) and B 7 (5% individuals/institutional ownership) had a positive and significant impact to the CEO salary compensation system. However, B 2 (CEO shares outstanding), B 4 (CEO tenure), B 5 (CEO turnover), and B 6 (5% management ownership) had a significant and negative impact to the CEO salary compensation system. B 3 (CEO shares value) had a zero beta as such, it was not part of the CEO salary compensation system. According to Brauer and Westermann (2010) , the larger the B, the faster is the reversion to the mean. The coefficients demonstrated that the board was positively influenced by both the management and external shareholders ownerships. As such, these two variables could be part of the macro CEO compensation model. On the other hand, the CEO power had a negative influence on the CEO compensation model, indicating that CEO stock ownership, CEO tenure, CEO age, all had not been a factor towards the CEO salary, an indication of the board independence and transparency in the American SMEs.
The regression coefficients (Appendix F, table 8), for the CEO bonus, had shown only B 1 (CEO Age), B 5 (CEO turnover), and B 7 (5% individuals/institutional ownership) had a positive and significant impact to the CEO bonus compensation system. However, B 2 (CEO shares outstanding), B 4 (CEO tenure), B 6 (5% management ownership), all had a significant and negative impact to the CEO bonus compensation system. B 3 (CEO shares value) had a zero beta as such, it was not part of the CEO bonus compensation system. The coefficients demonstrated that board influence came from the external shareholders ownership, which had a positive impact on the CEO bonus model, an indication of external majority ownership. On the other hand, the CEO power had been negatively influenced to the CEO compensation model, indicating that CEO stock ownership, CEO tenure, and CEO age, all had not been a factor towards the CEO bonus determination, again an indication of the board independence and transparency in the American SMEs. The results had shown that there were mixed correlations between CEO salary, CEO bonus, and CEO age, in the American SMEs. The correlation between CEO salary and CEO age was .096. The correlation between CEO bonus and CEO age was -.004. These results indicated that the CEO age had a weak effect on CEO compensation. These results were supported by the study conducted by Deckop (1988) , who argued that CEO's age had little effect on CEO compensation. Finkelstein and Hambrick (1989) found an inverted U-shaped relationship between CEO age and CEO cash compensation. That is, CEO cash compensation had increased up to 59 years age, beyond which real cash earnings had decreased on a consistent basis till retirement. This is supported by McKnight et al. (2000), who found that CEO compensation was positively related to age, but it had provided diminishing returns on marginal pay as age increased. This effect was so profound that marginal CEO compensation level decreased till CEO retirement age. The correlation results had shown that there were negative correlations between the CEO salary, CEO bonus, and CEO total stock holdings, in the American SMEs. The correlation between CEO salary and CEO total stocks was -.162. The correlation between the CEO bonus and CEO total stock holdings was -.178. That is, the CEO stock ownership had a weak negative impact on both the CEO salary and bonus. These results had been supported by the study conducted by Jensen and Murphy (1989) , who found that the CEO stock ownership had not played any role towards pay-performance sensitivity in CEO cash compensation. This is also, supported by Murphy and Jensen (1990) , who found that there was a small and insignificant existence of positive coefficient of CEO total stock ownership, which implied that the relation between CEO compensation and firm performance was independent of the executive's stock holdings. In addition, the studies conducted by Agrawal & Knoeber (1996) , Himmelberg et al. (1999) , and Demsetz and Villalonga (2001), all had failed to find any relationship between firm value and the executives' equity stakes. However, Ungson and Steers (1984) found that firms where the CEO had large stock ownership, longest tenure, control of top management team or other means, a CEO can largely shape his or her pay. This was supported by Finkelstein and Hambrick (1989) , who believed that executives who own significant portions of their firms are likely to control not only operating decisions but board decisions as well. Such executives would thus be in a position to essentially set their own compensation.
The correlation results had shown that there were negative correlations between CEO salary, CEO bonus, and total value of CEO stocks, in the American SMEs. The correlation between CEO salary and total value of CEO stocks was -.236. The correlation between CEO bonus and total value of CEO stocks was -.134. This is supported by the only study conducted in the literature by the Jensen and Murphy (1990), who found that the total value of CEO stocks were immaterial towards determining CEO compensation.
The correlation results had shown that there were mixed correlations between CEO salary, CEO bonus, and CEO tenure, in the American SMEs. The correlation between salary and CEO tenure was .074. The correlation between CEO bonus and CEO tenure was -.086. The study conducted by Murphy (1986) found that CEO tenure was influenced by CEO performance-contingent pay. In addition, he believed that long CEO tenure may promote a principal's trust of an agent. Hermalin and Weisbach (1998), Bebchuk and Fried (2003) , and Larcker and Rusticus (2004) found that CEOs over time acquire greater managerial power. Sigler (2011) argued that the tenure of CEO appeared to be one of significant variables in determining the level of CEO compensation. However, Finkelstein and Hambrick (1989) stated that a monotonic relationship was not found between CEO tenure and CEO pay.
The correlation results had shown that there were mixed correlations between CEO salary, CEO bonus, and CEO turnover, among TSX/S&P and NYSE populations. The correlation between CEO salary and CEO turnover was -.132. The correlation between CEO bonus and CEO turnover was .09. The study conducted by Jensen and Murphy (1990) found that the CEO turnover probabilities were negatively and significantly related to changes in the shareholder wealth. In addition, they concluded that the dismissals were simply not an important source of CEO incentives. Murphy and Oyer (2002) found that outside CEO replacements receive higher compensation than insider CEO replacements. That is, outside replacement CEOs, at median, typically make $335,360 more than their predecessors while insiders were typically paid only $126,156 more than their predecessors. Brickley (2003) concluded that firm performance continues to explain very little variation of CEO turnover.
The correlation results had shown that there were negative correlations between CEO salary, CEO bonus, and 5% management ownership, in the American SMEs. The correlation between CEO salary and 5% management was -.079. The correlation between CEO bonus and 5% management was -.09. The study conducted by the Boudreaux (1973) , Plamer (1973) , and Gomez-Mejia, Tosi, and Hinkin (1987) , who found that when there was no external equity holder with at least 5% of the stock, and may characterize as management controlled firm. Bertrand and Mullainathan (2000) found that CEOs in firms that lacked five percent or larger stock ownership tend to receive more luck-based pay.
The correlation results had shown that there were positive correlations between CEO salary, CEO bonus, and 5% individual/institutional ownership, in the American SMEs. The correlation between CEO salary and 5% individuals/institutional ownership was .159. The correlation between CEO bonus and 5% individuals/institutional ownership was .067. The study conducted by the Gomez-Mejia, Tosi, and Hinkin (1987) , who found that executives in externally controlled firms receive more compensation for performance and less for scale of operation than their counterparts in firms without dominant stockholders. In addition, they believed that outside dominant stockholders view firms primarily as investments and have power and incentive to align compensation of CEOs with performance of firms. However, Lambert et al. (1987) found a negative relation between CEO compensation and 5% of outstanding stocks, when an outside block holder owns at least 5% of outstanding stocks. This is also supported by Cyert, Kang and Kumar (2002), who found a negative relationship between equity ownership of largest shareholder and amount of CEO compensation. In addition, doubling the percentage ownership of the outside shareholder reduced non-salary compensation by 12-14%. That is, equity ownership of the largest external shareholder was strong negative related to size of CEO equity compensation and total variable pay.
Derived statistical models
Based on the statistical results, the two statistical models were developed for the relationship between the board influence, CEO power and CEO cash compensation. In the following figure 1 , the CEO salary model shows that the CEO salary is related with the CEO age, CEO tenure, 5% individuals/institutional stocks ownership, and 5% management stocks outstanding. The CEO bonus model shows that the bonus is related to the CEO age, CEO tenure, and 5% individuals/institutional stock ownership. 
Conclusion
The first regression (R 2 ) model indicated that there was a relationship between board influence, CEO power, and CEO cash compensation. However, the second regression (R 2 ) indicated that there was no relationship between the board influence, CEO power, and CEO cash compensation. The correlations between board influence and CEO compensation indicated that management and external shares ownership had influence either on salary or bonus, as such these variables should be included in the executive compensation models. The correlations between CEO power and CEO bonus were characterized as weak mixed ratios. The positive influence to the CEO compensation was based on the CEO age, CEO tenure, and 5% individuals/institutional ownership. These results indicate that the executive compensation system is very complex and may include quantitative and qualitative factors in the American SMEs.
Social implications derived from this research findings are the board is accountable for the CEOs cash compensation in the American SMEs. Excessive executive pay without justification may need to be corrected through redesigning executive compensation systems, to strengthen the linear objective link between performance and pay. That is, pay for performance system could be achieved through strengthening the independence of the board of directors and compensation committees, increase the shareholders' rights to elect directors, to express their views on compensation plans, to discourage manipulation of CEO compensation, and align incentives more closely with the aims of the owners.
Appendices
Appendix A - 
